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STRAWBRIDGE & CLOTHIER 

Annual Report 


To the Stockholders of 
Strawbridge & Clothier: 

We are pleased to submit the annual report of Strawbridge & Clothier for the fiscal year ended 
January 31, 1949, our 81st year in business. Included are the financial statements accompanied by the 
report of Ernst & Ernst, accountants for the Company. 


Financial Condition 

Substantial improvement has again been made in the Company’s financial condition, as is indicated 
by the foUowing comparison of basic financial statistics. 

January 31, January 31, 

1949 1948 


Total Assets. 

Current Assets . 

Current Liabilities. 

Working Capital . 

Long-Term Indebtedness . 

Preferred Stock . 

Common Stock and Surplus. 

Book value per share of Common Stock 


$36,845,663 

20,335,186 

6,268,764 

14,066,421 

3,746,376 

8,938,200 

17,391,630 

30.30 


$35,257,475 

18,937,045 

6,810,050 

12,126,995 

4,456,261 

8,994,700 

14,550,179 

25.35 


The sinking fund provision of the $5.00 Cumulative Preferred Stock became effective in 1948, 
requiring the annual redemption of approximately $180,000 of such stock. Principal payments in 1948 
on the term loan amounted to $743,000.00, and 1949 payments wiU be about $700,000.00. The long¬ 
term indebtedness, amounting to $3,746,376 represents the Company’s entire funded debt and is being 
amortized annually by fixed payments of $400,000.00 plus a percentage of net profit. 

The ratio of current assets to current liabilities at January 31, 1949, was 3.24 to 1, and working 
capital at that date was over $14,000,000.00. With the leveling off of prices the constant requirement of 
the past few years for increased funds to finance expanding customers’ accounts and merchandise inven¬ 
tories, should be diminished, thus reducing the annual necessity of investing a large portion of earnings 
in working capital. 

As stated in prior reports our merchandise inventories are priced on the approved “Lifo” method. 
As a result, the total inventory valuation is approximately $2,000,000.00 below current costs. In effect, 
this amount constitutes a provision against future price declines, and it is reassuring to have such a 
reserve as we face the uncertainties of the future. 


Earnings 

New high records in dollar sales volume and in customers’ transactions were again achieved in 
1948. However, in spite of the increased sales volume, the net profit declined, solely because of increases 
in payroll and other operating expenses. 

A summary of the operating results of 1948 compared with 1947 follows: 


Profit before taxes on income. 

Taxes on income. 

Net Profit . 

Dividends declared on Preferred Stock 
Dividends declared on Common Stock . 

Profit reinvested in the business. 

Earnings per share on Common Stock . 


1948 

$6,565,894 

2,700,000 

$3,865,894 

449,264 

573,911 

$2,842,719 

5.95 


1947 

$6,909,596 

2,818,000 

$4,091,596 

449,735 

575,129 

$3,066,732 

6.35 
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Dividends 

Regular quarterly dividends were declared on the $5.00 Cumulative Preferred Stock, and dividends 
totaling $1.00 per share were paid on the Common Stock. The same per share amounts were declared 
in the preceding year. 


Improvements 

In the annual report for 1947 the problem of inadequate facilities was mentioned, and we are 
pleased to report that action has been taken on the needed expansion of our warehouse operations. Three 
additional floors, scheduled for completion in the month of May, are being added to the north section 
of our Poplar Street warehouse. Upon completion of this project the Company’s warehousing facilities 
will be greatly improved. 

Work has now been started on a substantial addition to the Ardmore store. It is expected that the 
completion of this project will be accomplished in time for the late fall business. The addition will 
provide a large increase in selling floor space, as well as much needed service areas. Each year our 
branch store operations are becoming more important in the overall progress of the business and 
are receiving our most careful attention. 

Modernization at the main store is continuing in line with our established policy of keeping our 
stores the most modem in the Philadelphia area. The third floor is being remodeled, and upon com¬ 
pletion early in the fall, we shall have the most up-to-date and attractive ready-to-wear section of any 
store in the city. 


In Memoriam 

We mourn the passing of our beloved associate, the late Herbert J. Tily, Vice-Chairman of the Board 
of Directors, who died December 28, 1948. 

Having entered the employ of Strawbridge & Clothier at the age of fourteen, Herbert J. Tily during 
his sixty-nine years of service rose to the position of Vice-President in 1922, when the firm was incor¬ 
porated; and was elected President of the Company in 1927. He retired from the Presidency in January, 
1947 and became Vice-Chairman of the Board of Directors. 

Over the years he made outstanding contributions to the growth and development of Strawbridge & 
Clothier. His record of achievements will ever be an inspiration to those who follow. He was recognized 
as one of the country’s great merchants and, due to his many civic enterprises, as one of the leading 
citizens of Philadelphia. We shall miss him greatly. 


General 

In 1948 employees’ benefits under the Retirement Benefit Plan established in October, 1945, were 
increased for the second successive year. 

The outlook for 1949 is uncertain. To date this year, our sales volume and transactions have shown 
some decline. Part of the decline has been due to local conditions, but unquestionably the national 
trend in the retail business is downward. It appears that through increased production, the hazards of 
the inflationary period have been overcome and we are probably facing a deflationary period when 
improved production in many lines will lead to reduced prices. On the bright side, this condition will 
present greater opportunities for our stores to offer better merchandise at lower prices to our customers, 
and this is today’s essential need. Our organization has been materially strengthened and we have com¬ 
plete confidence in its ability to meet the challenge of changing business conditions. 

In conclusion, on behalf of the Board of Directors, I wish to take this opportunity of thanking 
our co-workers for the excellent record accomplished in the fiscal year just ended and to ask for the 
same loyalty and cooperation in the difficult year ahead. 

For the Board of Directors. 



April 8, 1949. 
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ERNST 8c ERNST 

ACCOUNTANTS AND AUDITORS 
SYSTEM SERVICE 
PHILADELPHIA 
FIDELITY-PHILADELPH1A TRUST BUILDING 
DELIVERY ZONE 9 


To the Stockholders of 
Strawbridge & Clothier, 

Philadelphia, Pa. 

We have examined the balance sheet of Strawbridge & Clothier as of 
January 31, 1949, and the summary of profit and loss and statement of surplus 
for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests of 
the accounting records and such other auditing procedures as we considered 
necessary in the circumstances. We made a similar examination and report 
for the year ended January 31, 1948. 

In our opinion, the accompanying balance sheet and related summary of 
profit and loss and statement of surplus present fairly the position of Straw- 
bridge & Clothier at January 31, 1949, and the results of its operations for 
the year, in conformity with generally accepted accounting principles, applied 
on a basis consistent with that of the preceding year. 

Ernst & Ernst 
Certified Public Accountants 

March 26, 1949 
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Comparative Summary of Profit and Loss 

STRAWBRIDGE & CLOTHIER 

Years ended January 31, 1949, and January 31, 1948 


Profit before deducting interest, depreciation, and provision for federal 
and state income taxes. 

Deduct: 

Interest . 

Depreciation . 

PROFIT BEFORE TAXES ON INCOME. 

Taxes on income: 

Provision for the current year—estimated: 

Federal income tax. 

State income tax. 

Income taxes on installment sale gross profit (deferred for 
tax purposes) . 

NET PROFIT. 


Statement of Surplus 

Capital surplus: 

Balance at February 1, 1948. 

Deduct cost in excess of par value of preferred stock acquired 

for treasury . 

BALANCE AT JANUARY 31,1949. 


Earned surplus: 

Balance at February 1, 1948 .. 
Add net profit for the year 


Deduct cash dividends declared: 

$5.00 Cumulative Preferred Stock ($5.00 


per share) . $449,263.75 

Common stock ($1.00 per share). 573,911.00 


BALANCE AT JANUARY 31,1949. 

TOTAL SURPLUS AT JANUARY 31, 1949 


Years Ended 


January 31, 
1949 

January 31, 
1948 

$7,201,217.04 

$7,538,915.25 

127,045.35 

142,354.33 

508,277.42 

486,964.94 

$635,322.77 

$629,319.27 

$6,565,894.27 

$6,909,595.98 


2,391,000.00 

2,405,000.00 

252,000.00 

260,000.00 

57,000.00 

153,000.00 

$2,700,000.00 

$2,818,000.00 


$3,865,894.27 $4,091,595.98 


$805,697.33 

1,267.95 

$804,429.38 

$10,874,926.39 

3,865,894.27 

$14,740,820.66 


1,023,174.75 

13,717,645.91 

$14,522,075.29 


See accompanying notes to financial statements. 
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Comparative 
STRAWBRIDGE 
January 31, 1949, and 


ASSETS 

January 31, 
1949 

January 31, 
1948 

Current Assets 

Cash . 

. $4,133,574.11 

$3,279,027.74 

Accounts receivable: 

Customers’ charge accounts. 

. 7,476,632.65 

7,183,437.20 

Customers’ installment accounts. 

. 2,999,955.70 

2,565,520.14 

Creditors’ debit balances. 

. 190,230.23 

217,757.82 


$10,666,818.58 

$9,966,715.16 

Less allowance for loss. 

. 400,000.00 

400,000.00 


$10,266,818.58 

$9,566,715.16 

Merchandise inventories (Note A). 

. 5,934,792.89 

6,091,302.14 

TOTAL CURRENT ASSETS 

. $20,335,185.58 

$18,937,045.04 

Other Assets 

Mortgages receivable and accrued interest. 

33,108.33 

41,295.64 

Miscellaneous accounts receivable and advances. 

56,392.01 

43,366.97 

Sundry investments—at cost. 

. 144,016.00 

144,016.00 


$233,516.34 

$228,678.61 

Less allowance for loss. 

50,000.00 

50,000.00 


$183,516.34 

178,678.61 

Property, Fixtures, and Equipment —At cost 

Land . 

. 5,832,303.92 

5,832,303.92 

Buildings and equipment. 

17,926,807.54 

17,778,720.92 


$23,759,111.46 

$23,611,024.84 

Less allowances for depreciation. 

. 7,795,578.12 

7,863,670.35 


$15,963,533.34 

$15,747,354.49 

Deferred Charges 

Prepaid expenses . 

. 150,208.95 

142,428.78 

Supply inventories . 

. 213,218.96 

251,968.51 


$363,427.91 

$394,397.29 


$36,845,663.17 

$35,257,475.43 


See accompanying notes 
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Balance Sheet 

& CLOTHIER 
January 31, 1948 


LIABILITIES 


January 31, 
1949 


Current Liabilities 

Term note installments maturing within one year (Note B). $709,884.14 

Accounts payable . 3,046,151.25 

Accrued accounts . 1,003,881.72 

Pay roll taxes and taxes withheld from employees. 136,742.90 

Federal, state and local taxes—estimated, less U. S. Treasury Notes 
acquired for payment of federal income taxes ($2,000,000.00 at 

January 31, 1949, and $1,500,000.00 at January 31, 1948). 1,148,266.63 

Deposits on U. S. Savings Bond subscriptions. 80,359.92 

Dividend payable . 143,477.75 

TOTAL CURRENT LIABILITIES. $6,268,764.31 


Term Note Payable to Banks (Note B) 

Due in quarterly installments to March 1, 1955. 

Less principal installments maturing within one year 


Reserves 


For income taxes on installment sale gross profit (deferred for tax 

purposes)—estimated . 

For self insurance and contingencies. 


Capital Stock and Surplus 
Capital stock: 

$5.00 Cumulative Preferred Stock, par value $100.00 per share, 
redeemable at $105.00 per share—At January 31, 1949, author¬ 
ized 98,201 shares; outstanding 89,382 shares, after deducting 
2,318 shares in treasury (outstanding at January 31, 1948— 

89,947 shares)—Notes C and D. 

Common Stock, par value $5.00 per share—authorized 700,000 
shares; outstanding 573,911 shares, after deducting 3,661 shares 

in treasury . 

Capital surplus. 

Earned surplus. 

TOTAL CAPITAL STOCK AND SURPLUS. 


4,456,260.60 

709,884.14 

$3,746,376.46 


398,000.00 

102,692.11 

$500,692.11 


8,938,200.00 


2,869,555.00 

804,429.38 

13,717,645.91 

$26,329,830.29 


$36,845,663.17 


to financial statements. 


January 31, 
1948 


$743,739.40 

3,278,722.27 

900,042.45 

138,307.51 


1,577,731.18 

28,029.27 

143,477.75 

$6,810,049.83 


5,200,000.00 

743,739.40 

$4,456,260.60 


341,000.00 

105,286.28 

$446,286.28 


8,994,700.00 


2,869,555.00 

805,697.33 

10,874,926.39 

$23,544,878.72 

$35,257,475.43 
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Notes to Financial Statements 
STRAWBRIDGE & CLOTHIER 

January 31, 1949 


Note A—Inventories of merchandise on hand and in transit are priced at cost on the last-in, first- 
out basis, determined under principles and by the use of published indices of price changes ap¬ 
proved by the Commissioner of Internal Revenue with respect to department stores generally. 
Such basis of pricing resulted in an aggregate amount for inventories at January 31, 1949, approxi¬ 
mately $2,000,000.00 less than the amount which would have been determined under the retail 
inventory method applied without regard to last-in, first-out principles. 

Note B—The term note payable to banks is due in fixed quarterly installments of $100,000.00 each. 
In addition to such periodic installments, the Company is required to pay on June 1st of each 
year an additional amount based on the net profit of the preceding fiscal year, as follows: 


On first $ 400,000.00 of net profit. None 

On next $1,600,000.00 of net profit. 5% 

On next $1,000,000.00 of net profit. 10% 

On any balance of net profit. 15% 


Any balance of the note remaining unpaid on March 1, 1955, matures on that date. 

The loan agreement further provides that while the note remains unpaid the Company will main¬ 
tain minimum working capital of $5,000,000.00, except that such minimum requirement will be 
reduced $250,000.00 for each $500,000.00 paid by the Company in reduction of the principal of 
the note, but at no time shall the minimum be less than $3,500,000.00. Except as may be required 
to meet the sinking fund provisions of the $5.00 Cumulative Preferred Stock, the Company may 
not without approval of the banks retire or redeem any of its capital stock, if after giving effect to 
such redemption or retirement, the net working capital is reduced below $7,500,000.00. 

Note C—Sinking fund provisions of the $5.00 Cumulative Preferred Stock require that on April 1st 
of each year the Company shall redeem shares of such class of stock in an amount of par value 
equal to two per cent of the greatest amount at any time outstanding after February 1, 1948, and 
prior to the date of such redemption. In accordance with such provisions 1,799 shares of the $5.00 
Cumulative Preferred Stock were retired on April 1, 1948. 

Note D—Dividends on the $5.00 Cumulative Preferred Stock have been paid to January 1, 1949, a 
dividend date. 
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